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Scratch-Pad 


The Importance of Balance at the Top 


HE interests, temperament and in- 

clinations of top management in 
most companies are generally reflected 
throughout the management organiza- 
tion. What top management wants its 
subordinates to do they generally per- 
form in consistent fashion. Thus you 
find the thing called “company atmos- 
phere,” which is nothing more than a 
pervasive attitude of mind among key 
executives. 

Top management, willy-nilly or by 
trial and error or by deliberate selection 
and training, gets the kind of people it 
wants and gets them to behave in the 
way that suits tgp management. Family 
resemblance is thus to be found among 
executives in many corporations. It is 
a way of thinking—an outlook on life. 
You-hear-it-caid,“‘T’ll bet he’s a 
Company man. You can tell by the 
way he acts and talks.” Subordinates 
are fully aware that conformity leads 
to longevity. 

When we realize the control which 
top management exercises, often un- 
knowingly, we begin to appreciate the 
importance of good balance in top man- 
agement interests. and outlook. If its 
interests are too one-sided, then the 
interests of departmental executives are 
liable to be out of balance, too. In 
some cases, for example, bosses can be 
sticklers for one or another kind of 
efficiency to the point of being eccentric. 
Everyone is familiar with the various 
spasmodic “reform” programs that are 
visited occasionally upon nearly every 
company. No doubt these efforts pro- 
duce results. But very often, while 





everyone is preoccupied with a top man- 
agement reform drive, many other things 
are being neglected. The point is that 
improvement and change must be con- 
sistent. To be sure, a house should be 
cleaned one room at a time, but there 
should be a plan and a schedule for 
renovating the other rooms too. 

These tendencies in management are 
reminiscent of the proclivities of village 
police departments in their drives to ban 
parking without lights after dark. The 


, Police chief utters horrendous threats, 


which are quoted daily on the first page 
of the town newspaper; the cops on the 
beats are alerted; the tickets are passed 
out. Soon the nights are bright with 
parking lights for blocks around the 
local movie theater, and the garage men 
are .doing a land-office- business. in 
battery recharging. 

In the meantime, however, the 
speeders have a field day; tourists 
passing through may disregard red 
lights with almost complete immunity; 
and cases of public intoxication appear 
in all the downtown gutters. 

This goes on for some weeks. Then 
attention is distracted by a wave of purse 
snatching, or a few complaints about 
unswept sidewalks. The heat subsides. 
Gradually the side streets fill up with 
unlighted cars again. No one notices 
—and no one cares, until the next time. 

Police departments have no monopoly 
on this type of single-track devotion to 
duty. In management when the boss 
has a “bug” about answering letters 
promptly, they are answered come hell 


(Continued on page 4) 








TRENDS 
IN 
BUSINESS 


GENERAL OUTLOOK 











Expectations that military buying 
will be stepped up have largely offset 
the psychological effect of the Febru- 
ary price break. In some fields, notably 
non-ferrous metals, supplies are al- 
ready tightening, and steel is expected 
to be affected before very long. 

In the meantime, consumer demand 
is apparently holding up. Department 
store sales showed signs of slackening 
earlier, but in the week preceding Eas- 
ter they were well above last year in 
dollar volume, though unit figures were 
somewhat lower. 

There was no change in employment 
figures from January to February—a 
slight drop in manufacturing jobs be- 
ing offset by a seasonal rise in the num- 
ber of agricultural workers. In January 
personnel income showed an increase 
of 11 per cent over the January, 1947, 
figure; but it is believed to have 
dropped below last year’s rates in Feb- 
ruary and March. 


FAILURES 


Commercial and industrial failures 
fell off somewhat in the week ending 
March -25—the figure was 101 as com- 
pared to 106 in the previous week. 
There were 63 in the same week last 
year, while for the most part failures 
have been running at about twice the 
1947 rate, and about five times the 
1946 rate. 


PRICES 


Wholesale prices have not regained 
the peaks registered just before the 
break in the commodity markets, but 
they have risen somewhat from the Feb- 
ruary lows. Dun & Bradstreet’s whole- 
sale food price index, which hit a high 
of $7.28 on January 13, and a low of 


(Continued on page 2) 








Trends in Business 
(Continued) 
$6.61 on March 9, stood at $6.75 on 
March 30. 


Latest BLS cost of living figure (for 
February) was 167.5, as against 168.8 
in January (1935-39 = 100). While 
the food component dropped 5 points, 
all other categories (except “miscel- 
laneous”) rose. 


CONSTRUCTION 

Building permit values for February 
(Dun & Bradstreet, 215 cities) showed 
a 41.1 per cent advance over the figure 
for February, 1947. Permit volume, in 
fact, was higher than for any previous 
February since 1928. 

Permit values for January and Feb- 
ruary together were 61.4 per cent over 
the figure for the first two months of 
last year. 


DISTRIBUTION 
Retail volume for the week ending 
March 24 was from 6 to 10 per cent 
over last year. Wholesale volume 
showed the usual pre-Easter drop but 
was close to the high level of the cor- 
responding period of 1947. 


PRODUCTION 

Except in the soft coal mining and 
meat packing industries, which have 
been hit by strikes, production has been 
holding close to the peacetime peaks 
established in December and January. 
Milder weather brought a step-up late 
in March. 

However, if the coal strike continues 
much longer, it is bound to result in 
a substantial drop in output figures in 
many lines. 


CORPORATE EARNINGS 

The National City Bank’s tabulation 
of the 1947 annual reports of 3,102 
corporations shows combined net in- 
come after taxes of approximately 
$9,228 million, an increase of 37 per 
cent over 1946. Return on book net 
worth was 12.2 per cent, compared with 
9.5 per cent in 1946. 

Profit margins on sales show much 
smaller increases. 





SOURCES: 

ALEXANDER HAMILTON INSTITUTE 
BROOKMIRE, INC. 
BUSINESS WEEK 

CLEVELAND TRUST COMPANY 
DUN’S REVIEW 
FEDERAL RESERVE BANK OF 
NEW YORK 
NATIONAL CITY BANK 

















The Listening Post 








No quotas for salesmen °¢ J. L. 
Singleton, Vice President and Director 
of Sales, General Machinery Division, 
Allis-Chalmers, reported at the Market- 
ing Conference that his organization 
dispenses entirely with individual 
quotas for salesmen. 

The reason for this, Mr. Singleton 
explained, is that the work necessitates 
a high degree of teamwork. No one 
salesman is apt to have all the engineer- 
ing know-how necessary to sell all the 
various types of equipment which make 
up the Division’s product line, and the 
management wants each one to feel free 
to call on his colleagues for assistance. 
If a salesman whose background is 
primarily an electrical engineering one, 
for example, has a customer interested 
in the purchase of a pump, he can get 
help from another man who has 
hydraulic experience. 

Quotas are set for district offices, and 
the individual salesman is judged almost 
entirely by district,results. “As far as 
the sales management of the company is 
concerned,” Mr. Singleton said, “it is 
better to be a fair salesman in a very 
good district office than a star salesman 
in a poor office.” 


Union negotiations ¢ A few com- 
panies report that they have been 
approached by unions with the sugges- 
tion that recording machines be brought 
into bargaining sessions, and the records 
later played back at union meetings. 


On the face of it, this sounds like a 
good suggestion. Certainly the. em- 
ployees have as much stake in what goes 
on at these sessions as the company 
or the union officials, and certainly 
they have a right to know the true 
positions taken by both the union and 
the company. 


However, there are some considera- 
tions here which should lead the com- 
pany—and the union too, for that matter 
—to approach such a program with 
caution. 


In the first place, it is bound to slow 
things down considerably. When every 
word is being recorded for dissemina- 
tion to a large and interested audience, 
negotiators are bound to weigh their 
remarks more carefully, to labor their 
points, to over-elaborate. There will be 
a temptation for somebody to play to 
the gallery rather than get on with the 
business at hand. 





In the second place, even though the 
recording preserves the intonations 
well as the words, in a cold playbac 
later the discussions are bound to sound 
somewhat different than they did at the 
time, the incoherencies and repetitions 
that are a part of normal speech to strike 
the listeners more forcibly. At AMA 
meetings, all extemporaneous questions 
and answer sessions are recorded, and 
the transcript is later sent to the 
speakers for correction. While to those 
present at the time—who have the “feel” 
of the subject under discussion—the 
remarks do not seem unduly lacking in 
syntax, it is a rare speaker who does not 
find it necessary to make a number of 
changes before his statements go on the 
record. 


Rumor boxes ¢ In three of the 
plants of Sylvania Electric Products. 
management is using “rumor boxes” to 
squash the phony grapes off the em- 
ployee grapevine. 

Employees are invited to drop in 
questions, signed or unsigned, about 
rumors they have heard, and the plant 
manager answers each one through a 
notice on the bulletin board. 

Typical rumors are: 

“We understand that employees in 
some of the other plants of the company 
are being paid more than we are for 
similar types of work.” 

“A rumor is going around the plant 
to the effect that such agd such products 
now in production here will be trans- 
ferred to other company plants.” 

“The report is being circulated in 
this plant that the company will pay~a 
bonus early next month.” 


‘Problem system’ ¢ Another com- 
pany, Lincoln Electric in Cleveland. 
supplements its suggestion system with 
a “problem system.” If the employee 
feels that efficiency or working condi- 
tions could be improved by a new gad- 
get or a change of methods, he brings 
the problem to the attention of manage- 
ment, and the engineers work on the solu- 
tion. If a practical one can be found, 
the employee is suitably rewarded. 

This permits employees to have a 
hand in bringing about improvements 
even though they lack the necessary 
knowledge or experience to devise the 
means. 


James O. RIcrE 
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RESEARCH DEPARTMENT 








Current Research in Labor Relations 


* This is the first part of an article listing industrial relations research projects, 


now under way, which will be of interest to management. The second part 
will appear in next month’s issue of the Management News. 


There has been much progress in 
labor relations research since AMA’s 
first report on the subject 18 months 
ago,! and a good deal of it will be of 
value to those in industry who are trying 
to improve their own practices. Most 
of the important work which is described 
in the following comes from the univer- 
sities. Industry’s own work can only 
be touched upon, partly because of 
lack of space, partly because of a 
deplorable lack of reporting and a 
reluctance to disclose projects.” 


MAJOR AREAS 


Five major areas of research may be 
distinguished: (1) the labor movement 
(history, organization and government 
of trade unions) ; (2) “industrial juris- 
prudence” (rules established by collec- 
tive bargaining, practices affecting 
hiring, firing, etc., arbitration, influence 
of the government) ; (3) wage policies 
(of unions and employers in the indi- 
vidual firm and in industry, economic 
effects of wage changes) ; (4) rational- 
ized personnel policies (surveys of vari- 
ous phases of personnel administration, 
methods of improving it); (5) the 
causes of industrial peace. 


THE LABOR MOVEMENT 


In the first category a number of 
projects are under way. 

Selig Perlman, of the University of 
Wisconsin, is bringing his outstanding 
history of organized labor up to date, 
and including new developments in the 
theory of the labor movement. Clark 
Kerr at the University of California 
(Berkeley) is reviewing labor-manage- 
ment developments from 1945-47 in the 
Yearbook of American Labor. 

William M. Leiserson at Johns Hop- 
kins is writing up his detailed research 
into the government of trade unions, 
answering such questions as these: What 
rights, privileges, and immunities have 
individual union members as protection 





1See the Management News for October and No- 
vember, 1946. 

2 All those engaged in labor relations owe a debt of 
gratitude to aul Webbink and his associates on the 
Social Science Research Council, who collected much 
of the material used in the following. 





against their own officers and agencies, 
and what duties and __ responsibilities 
have the members to the union, and the 
union officials to the members? 


Philip Taft of Brown University is 
continuing his studies on trade union 
government, several of which have been 
completed. A study of the labor leader, 
which analyzes the nature of leadership 
and includes a valuable case study, has 
just been published by Eli Ginzberg of 
Columbia,* and another extensive study 
of labor leaders is being undertaken by 
J. B. S. Hardman of Labor and the 


Nation. 


Herbert Northrup of the New York 
School of Social Work (Columbia Uni- 
versity) has published accounts of the 
organization of professional employees 
and airline pilots. A full study of 
white-collar unions by Eileen Ahern of 
AMA’s research staff has just been 
issued.* 


The University of Minnesota is releas- 
ing a “Manual of Accounting Principles 
and Methods for Local Unions,” and the 
Harvard Business School is engaging in 
extensive research on the same subject. 


“INDUSTRIAL JURISPRUDENCE” 


The most important work in the field 
of industrial jurisprudence recently pub- 
lished is Neil Chamberlain’s “The Union 
Challenge to Management,” which deals 
with the degree, and the effects, of the 
union invasion of managerial functions 
in large companies. A similar work by 
John G. Turnbull of MIT is to be pub- 
lished in summary form in Personnel. 
At Harvard, two studies on seniority and 
availability for work are being com- 
pleted. The California Institute of 
Technology is continuing its analysis of 
union contracts. 


A major work being completed by 
George Taylor at Pennsylvania Uni- 
versity deals with the principles and 
procedures of collective bargaining 
under the Wagner Act and the NWLB, 
and the probable adjustments to be 
expected under the Taft-Hartley Act. 
Professors Harry A. Millis and Emily 
8 “The Labor Leader,” Macmillan, 1948. 


“Collective Bargaining in the Office,’ AMA Re- 
search Report No. 12. 
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Clark Brown are writing a study, “From 
Wagner Act to Taft-Hartley Act.” Avery 
Leiserson of Chicago University is 
studying the extent to which union and 
business leaders take public opinion into 
account in formulating their objectives. 
Harry Shulman and Neil Chamberlain 
of Yale are issuing a volume of arbi- 
tration decisions, while at New York 
University a study is being made of the 
selection and tenure of arbitrators. 


WAGE POLICIES 


The long-run behavior of wage rates 
and their relationship to business con- 
ditions is part of a lengthy study by Leo 
Wolman at the National Bureau of 
Economic Research. John T. Dunlop of 
Harvard has published some parts of a 
study on the over-all behavior of wage 
rates, while Lloyd G. Reynolds of Yale 
is studying the behavior of national 
wage rates from 1932-47. 

A local study of a labor market is 
being made in New Haven. Richard A. 
Lester of Princeton has surveyed and 
analyzed company wage policies in 
more than 100 firms. Several articles 
have been published by Arthur M. 
Ross of Berkeley, describing the manner 
in which union wage decisions are 
influenced by the internal structure 
and external relationships of the 
organization. 

The economics of collective bargain- 
ing and the interrelationship of wages- 
costs-prices-profits and employment are 
being studied separately and from 
different angles by Sumner H. Slichter, 
John T. Dunlop, Lloyd G. Reynolds, 
Ralph I. Thayer (Washington Uni- 
versity) and S. Woyntinsky (for the 20th 
Century Fund) from the point of view 
of the economy as a whole and specific 
industries. The effect of multi-unit and 
“joint” bargaining is being studied 
from a broad social point of view 
and in specific industries in a compre- 
hensive project at the University of 
Pennsylvania. 


(To be continued) 


New Research Report 
AMA Research Report No. 13, a 


survey of personnel practices in union- 
ized offices, is expected to appear about 
the first of next month. This will show 
in tabular form the frequency with 
which the various provisions occur in 
a representative sample of 50 office con- 
tracts, chosen from the Association’s 
collection of 300. 
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Conference ‘Clinics’ Will Feature Slides 


Of Packages Under Actual Use Conditions 


Color photographs of consumer pack- 
ages as they appear in a typical retail 
outlet will be reproduced on a 9 by 12 
foot screen at the “Consumer Packaging 
Clinic,” which will be one of the features 
of the AMA Packaging Conference, to 
be held in the Cleveland Auditorium, 
April 26-29. 

A second clinic, which will deal with 
shipping containers, will be illustrated 
not only by large slide films, but by 
more than 70 exhibits of packaged 
articles, ranging from small vacuum 
tubes to 2,000 pound construction items. 

Other topics to be on the program 
include: the short-term outlook for 
packaging materials, printing processes, 
warehousing, export packaging, pack- 
aging specifications, the reduction of 
damage claims, use of cushioning ma- 
terials, the packaging of perishables. 


Annual Meeting Scheduled 
For June 9 in New York; 


Nominations Solicited 


AMA will hold its annual meeting 
and election of new directors June 9 at 
the Waldorf-Astoria, New York City, in 
conjunction with the General Manage- 
ment Conference, June 9 and 10. 

Nominations for new directors should 
be sent to Marvin Bower, Partner, 
McKinsey & Company, 60 East 42nd 
Street, New York, chairman cf the nom- 
inating committee. A blank is enclosed 
with this issue of the Management News, 
and a list of present directors will be 
found on the cover of the April issue of 
the Management Review. 

Assisting Mr. Bower are Garret L. 
Bergen, Divisional Vice President and 
Personnel Manager, Marshall Field & 
Company; W. R. Hummel, Methods 
Supervisor, Kearny Merchandise, West- 
ern Electric Company; L. C. Morrow, 
Editor, Factory Management and Main- 
tenance; Frederick B. Heitkamp, Vice 
President, ATF, Inc.; William F. Lund, 
Assistant Treasurer, Gulf Oil Corpora- 
tion; and Roy Walls, General Office 
Manager, Bridgeport Brass Company. 

Officers for the 1948-49 season will 
be elected by the new board following 
the annual meeting. 








The President’s Scratch-Pad 
(Continued from page 1) 


or high water, even though more im- 
portant things remain undone. If his 
main interest is keeping costs down, they 
are kept down—sometimes even to the 
extent of false economy. If he insists 
on quality, he gets it, even though 
production suffers. 

This does not mean that a company 
must, of necessity, choose only one phase 
of good management and concentrate on 
that. It is possible to answer letters 
promptly and keep the rest of the work 
on schedule also, to achieve economy 
without parsimony, to produce high out- 
put of good quality. But this will 
happen only when management, down 
to and including the foremen, knows 
that top management cares about each 
phase, and: is apt to check up on it. 
Middle and lower managements take 
their cue from the top, and what the top 
executive disregards, they are apt, busy 
as they are, to let fall between the chairs. 

This looks like a problem with an 
easy answer—let top management bestir 
itself and pay more attention; let it 
divest itself of its idiosyncrasies and 
look at the business not only as a whole 
but as the sum of its parts, and pay due 
and detailed attention to each part. 

Unfortunately, that is like saying, 
“Let top executives be supermen.” Com- 
plicated and specialized as modern busi- 
ness is, it is almost impossible for any 
one man to have detailed knowledge of 
all of its phases, or even real interest 
in all the details. Some managers do 
approach this ideal, but they are the 
geniuses of industry, and it is not likely 
that the average company can capture 
one of them. More commonly, the chief 
executive is a man of excellent general 
intelligence, but experienced in only one 
or two of the major departments of the 
business, with as many quirks and pet 
ideas as the average human being. 

Thus he starts out, no matter how 
good his intentions, with handicaps. But 
he need not remain handicapped. 

What he doesn’t know, other people 
do, and if he listens to others, he 
can supplement his own shortcomings 
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Production Executives 
To Confer on Control 
Of Costs and Quality 


Cost control and overhead reduction 
in the light of changing economic 
conditions will be the principal themes 
of AMA’s Production Conference at 
the Palmer House in Chicago on May 
13 and 14. The Conference program 
is being prepared under the direction 
of George Dively, President and Gen- 
eral Manager of the Harris-Seybold 
Company. 

The sessions will also stress the un- 
realized potentials of properly utilized 
quality control procedures. This will 
be covered in papers by the following 
speakers: Edwin A. Boyan, Assistant 
Professor of Business Management, 
MIT; Warren Purcell, Quality Control 
Supervisor, Lamp Division, Sylvania 
Electric Products, Inc.; E. L. Fay, 
Superintendent of Inspection, John 
Deere & Company; O. H. Somers, 
Standard Gage Company. 

Cost reduction and cost control will 
be discussed by representatives of such 
companies as International Harvester, 
Crosley Corporation, and Republic 
Steel. 

Because great interest has been shown 
by AMA members in closer working 
relationships with the armed forces, 
with regard to the manufacture of pre- 
production prototypes, inspection prac- 
tices, tolerances, etc., an important part 
of the Conference will be devoted to 
this topic. “ 








largely if not completely. If the job 
of chief executive is too big for any one 
man—and, in actual fact, it is in many 
of the larger companies—he can sur- 
round himself with staff assistants* to 
act as his eyes and ears. Or he can 
listen to his department heads and take 
their advice. And he can, if he does a 
little soul-searching, identify his own 
pet ideas, and put them in their proper 

place. 
* For discussions of the top management staff tech- 
nique, see “A New Concept of Managerial Control,” 
hn B. Thurston, in AMA General Management 


be 
erties No, 134; “Top Measoqement Staff for Plan- 


ning and Research,” b Nourse, in General 
Management Series No. 140; and ‘Why Short- 
Change the Chief Executive on Staff Assistance?” 


by E. W. Reilley, Personnel, September, 1947. 
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